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OATH OR AFFIRMATION

I, Franklin Gelber , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Gelber Securities, LLC , as
of December 31 ,2012 , are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

None
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Signature

Chief Financial Officer
Title

NANCY J SIMENSON
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his report ** contains (check all applicable beaesh™ NN

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report. (Bound under separate cover)

(n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(o) Independent auditor's report on internal control

—
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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McGladrey LLP

McGladrey

Independent Auditor's Report

To the Member
Gelber Securities, LLC
Chicago, illinois

Report on the Financial Statement

We have audited the accompanying statement of financial condition of Gelber Securities, LLC (the
Company) as of December 31, 2012 that are filed pursuant to Rule 17a-5 under the Securities Exchange
Act of 1934, and the related notes (the financial statement).

Management’s Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement in
accordance with accounting principles generally accepted in the United States of America; this includes

‘the design, implementation, and maintenance of internal control relevant to the preparation and fair

presentation of the financial statement that is free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on this financial statement based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statement is free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statement. The procedures selected depend on the auditor’'s judgment, including the
assessment of the risks of material misstatement of the financial statement, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the Company's
preparation and fair presentation of the financial statement in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statement referred to above presents fairly, in all material respects, the
financial position of Gelber Securities, LLC as of December 31, 2012, in accordance with accounting
principles generally accepted in the United States of America.

%4%417 te~

Chicago, lllinois
February 27, 2013

1

Member of the RSM International network of independent accounting, tax and consulting firms.




Gelber Securities, LLC

Statement of Financial Condition
December 31, 2012

Assets
Cash $ 285,145
Money market funds 35,321
Securities purchased under agreements to resell 30,200,008
Receivables:
Clearing brokers 1,392,658
Others 217,346
Securities owned ($124,060,900 pledged) 127,373,538
Exchange membership, at cost (fair value $1,467,079) 164,242
Other assets 79,104
Total assets $ 159,747,362
Liabilities and Member's Equity
Liabilities
Securities sold, not yet purchased $ 108,534,845
Payables:
Clearing broker 224,816
Traders 187,205
Parent 27,914
Accounts payable and accrued expenses 330,877
Total liabilities 109,305,657
Member's equity 50,441,705
Total liabilities and member's equity $ 159,747,362

See Notes to Statement of Financial Condition.




Gelber Securities, LLC

Notes to Statement of Financial Condition

Note 1. Nature of Operations and Significant Accounting Policies

Nature of operations: Gelber Securities, LLC (the Company), a wholly owned subsidiary of Gelber
Group, LLC (the Parent), is a registered securities broker-dealer. The Company is a wholly owned
subsidiary of Gelber Group, LLC (the Parent). The Parent controls the day-to-day operations, business,
and affairs of the Company, including distributions and admittance of new members.

The Company enters into proprietary transactions, primarily U.S. Government securities, futures and
options on futures, equities, equity options and exchange-traded funds and clears all transactions through
other broker-dealers and the Parent. The Company's proprietary traders participate in the net trading
revenue generated from their trading activities.

Alithough the Company is not exempt from SEC Rule 15¢3-3, it does not transact business in securities
with, or for, other than members of a national securities exchange and does not carry margin accounts,
credit balances or securities for any person defined as a “customer” pursuant to Rule 17a-5(c)(4).

A summary of the Company'’s significant accounting policies follows:

The Company follows generally accepted accounting principles (GAAP) established by the Financial
Accounting Standards Board (FASB) to ensure consistent reporting of financial condition, results of
operations, and cash flows.

Use of estimates: The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements, as well
as the reported amounts of revenue and expenses during the reporting period. Actual results could differ
from those estimates.

Fair value of financial instruments: Investments are recorded on trade date and reflected at fair value.

Securities and commodities transactions: Securities and commodities transactions are recorded on
trade date and carried at fair value based on quoted market prices. Realized and unrealized gains or
losses are included in net trading gains. Interest income and interest expense from trading activities are
included in net trading gains. ’

Amounts receivable and payable for securities transactions that have not reached their contractual
settlement date are recorded net as a receivable from clearing brokers on the statement of financial
condition.

Resale and repurchase agreements: Securities purchased under agreements to resell (reverse
repurchase or resale agreements) are accounted for as collateralized financing transactions and are
carried at the amounts at which the securities will subsequently be resold or reacquired as specified in the
respective agreements; such amounts include accrued interest. It is the policy of the Company to obtain
possession of collateral with a market value equal to or in excess of the principal amount loaned under
resale agreements. Collateral is valued daily, and the Company may require counterparties to deposit
additional collateral as appropriate.

Exchange membership: The exchange membership includes shares in a derivatives exchange required
to be held for operating purposes and, accordingly, is carried at historical cost.




Gelber Securities, LLC

Notes to Statement of Financial Condition

Note 1. Nature of Operations and Significant Accounting Policies (Continued)

Income taxes: The Company is a single member limited liability company and is treated as a
disregarded entity for federal and state income tax purposes. The Company does not file any tax returns,
but its taxable income is reported as part of its Parent's tax returns. The Parent is a limited liability
company whose income or loss is includable in the tax returns of its members.

The FASB provides guidance for how uncertain tax positions should be recognized, measured, disclosed
and presented in the financial statements. This requires the evaluation of tax positions taken or expected
to be taken in the course of preparing an entity’s tax returns to determine whether the tax positions are
“more-likely-than-not” of being sustained “when challenged” or “when examined” by the applicable tax
authority. Tax positions that are not deemed to meet the more-likely-than-not threshold would be
recorded as a tax benefit or expense and liability in the current year. Management has determined that
there are no material uncertain income tax positions through December 31, 2012.

Tax returns filed by the Parent are generally not subject to examination by federal and state taxing
authorities for years before 2009.

Recently adopted accounting pronouncements: In May 2011, the FASB issued Accounting Standards
Update (ASU) 2011-04, Amendments to Achieve Common Fair Value Measurements and Disclosure
Requirements in U.S. GAAP and IFRSs (ASU 2011-04). ASU 2011-04 amended ASC 820, Fair Value
Measurements and Disclosures, to converge the fair value measurement guidance in GAAP and
International Financial Reporting Standards (IFRSs). Some of the amendments clarify the application of
existing fair value measurement requirements, while other amendments change a particular principle in
ASC 820. In addition, ASU 2011-04 requires additional fair value disclosures. The amendments are
effective for annual periods beginning after December 15, 2011 and were adopted by the Company. The
adoption of this guidance did not have a material impact on the financial statements.

Recently issued accounting pronouncement: In November 2011, the FASB issued new guidance that
requires an entity to disclose information about offsetting and related arrangements to enable users of its
financial statements to understand the effect of those arrangements on its financial position. This
guidance is effective for annual and interim periods beginning on or after January 1, 2013. The adoption
of this guidance is not expected to have a material impact on the Company'’s financial position, results of
operations or cash flows.

Note 2. Fair Value of Financial Instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. Financial instruments recorded at fair
value are categorized based upon the level of judgment associated with the inputs used to measure their
value. Inputs are broadly defined as assumptions market participants would use in pricing an asset or
liability. The fair value hierarchy gives the highest priority to quoted prices in active markets for identical
assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). The three levels of
the fair value hierarchy are described below:

Level 1. Unadjusted quoted prices for identical instruments in active markets that the Company has
the ability to access at the measurement date.

Level 2. Inputs other than quoted prices within Level 1 that are observable for the instrument, either
directly or indirectly; and fair value is determined through the use of models or other valuation
methodologies.

Level 3. Inputs that are unobservable for the instrument and include situations where there is little, if
any, market activity for the asset or liability.



Gelber Securities, LLC

Notes to Statement of Financial Condition

Note 2. Fair Value of Financial Instruments (Continued)

The availability of observable inputs can vary from security to security and is affected by a wide variety of
factors, including, for example, the type of security, whether the security is new and not yet established in
the marketplace, the liquidity of markets, and other characteristics particular to the security. To the extent
that valuation is based on models or inputs that are less observabie or unobservable in the market, the
determination of fair value requires more judgment. Accordingly, the degree of judgment exercised in
determining fair value is greatest for instruments categorized in Level 3.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, an investment’s level within the fair value hierarchy is based on the lowest level
of input that is significant to the fair value measurement. The Company’s assessment of the significance
of a particular input to the fair value measurement in its entirety requires judgment, and considers factors
specific to the investment.

The Company’s investments in money market funds and U.S. Government obligations are valued using
quoted market prices. The fair value of equity securities traded on a national securities exchange, or
reported on the NASDAQ and the NYSE national markets, is based on the last reported sales prices on
the day of valuation. The fair value of exchange-traded equity options is based on the national bid/offer,
and the fair value of all other derivative contracts is based upon exchange settlement prices. These
financial instruments are classified as Level 1 in the fair value hierarchy.

The Company assesses the level of investments at each measurement date, and transfers between
levels are recognized on the actual date of the event or change in circumstances that causes the transfer
in accordance with the Company’s accounting policy regarding the recognition of transfers between the
levels of the fair value hierarchy. There were no transfers among Levels 1, 2 and 3 during the year.

The following summarizes the Company's assets and liabilities measured at fair value at December 31,
2012 using the fair value hierarchy:

Level 1
Assets
Money market funds $ 35,321
Securities owned
U.S. Government obligations ‘ 2,249,910
Equity securities 96,837,701
Equity options 28,051,552
Options on futures 234,375
127,373,538
Total assets at fair value $ 127,408,859
Liabilities
Securities sold, not yet purchased
Equity securities $ 78,852,759
Equity options 29,572,706
Options on futures 109,380
Total liabilities at fair value $_ 108,534,845



Gelber Securities, LLC

Notes to Statement of Financial Condition

Note 2. Fair Value of Financial Instruments (Continued)
As of December 31, 2012, the Company had no Level 2 or Level 3 assets or liabilities.

Substantially all of the Company's assets and liabilities, are considered financial instruments, except for
exchange memberships, and are either already reflected at fair value, or at carrying amounts that
approximate fair value because of the short maturity of the instruments.

Note 3. Derivative Financial Instruments

The Company uses derivative financial instruments as part of its trading activities. These financial
instruments, which generally include exchange-traded equity options, options on futures, and futures
contracts, expose the Company to varying degrees of market and credit risk that may be in excess of the
amounts recorded in the statement of financial condition.

The Company’s trading activities involve the use of risk management strategies to reduce directional and
non-directional risks based on models and there is no guarantee that the hedging strategies will achieve
their desired effect.

These derivative contracts are recorded on the statement of financial condition as assets and liabilities
measured at fair value and the related realized and unrealized gain (loss) associated with these
derivatives is recorded in the statement of income. The Company does not consider any derivative
instruments to be hedging instruments, as those terms are generally understood.

As of December 31, 2012, the Company’s derivative activities had the following impact on the statement
of financial condition:

Derivative Assets and Liabilities

Underlying Statement of Financial Condition
Risk Location Assets Liabilities Total
Options:
Currency Securities owned $ 1932938 $ - $ 1,932,938
Currency Securities sold, not yet purchased ' - (337,019) (337,019)
Equity Securities owned 26,118,614 - 26,118,614
Equity Securities sold, not yet purchased - (29,235,687) (29,235,687)
Total $ 28,051,552 $ (29,572,706) $ (1,521,154)
Options on futures:
Interest rate Securities owned $ 234,375 $ - $ 234,375
Interest rate Securities sold, not yet purchased - (109,380) (109,380)
Total $ 234,375 $  (109,380) $ 124,995




Gelber Securities, LLC

Notes to Statement of Financial Condition

Note 4. Collateral Under Resale and Repurchase Agreements

At December 31, 2012, the aggregate fair values of collateral obtained under resale agreements and
securities deposited under repurchase agreements are substantially equal to the aggregate carrying
values of the transactions reflected in the financial statements.

The fair value of collateral obtained under resale agreements at December 31, 2012, was approximately
$30,200,000 of securities sold, not yet purchased.

Note 5. Related-Party Transactions

The Company clears its futures and options on futures transactions through the Parent. At December 31,
2012, receivable from clearing brokers includes $22,839 due from the Parent.

The Parent provides various services, administrative support, and office space to the Company. Payable
to Parent of $27,914 at December 31, 2012 represents amounts payable under these arrangements.

Note 6. Contingencies and Indemnifications

In the ordinary course of business, the Company is subject to various litigation, regulatory, and arbitration
matters. Although the effects of these matters cannot be determined, management of the Company
believes that their uitimate outcome will not have a material effect on the financial position of the
Company.

In the normal course of business, the Company enters into contracts that contain a variety of
representations and warranties that provide indemnifications under certain circumstances. The
Company's maximum exposure under these arrangements is unknown, as this would involve future
claims that may be made against the Company that have not yet occurred. The Company expects the
risk of future obligation under these indemnifications to be remote.

Note 7. Financial Instruments

Proprietary trading activities: In connection with its proprietary trading activities, the Company enters
into transactions in a variety of cash and derivative financial instruments, including futures, options on
futures, equities, equity options and exchange-traded funds. Futures contracts provide for the delayed
delivery or purchase of financial instruments at a specified future date at a specified price or yield. An
option contract conveys to the purchaser the right, but not the obligation, to buy or sell a financial
instrument or commodity at a predetermined rate or price at a time in the future. These financial
instruments may have market and/or credit risk in excess of the amounts recorded in the statement of
financial condition.

Market risk: Market risk is the potential change in an instrument's value caused by fluctuations in
interest rates, equity prices, credit spreads, or other risks. Exposure to market risk is influenced by a
number of factors, including the relationships between financial instruments and the volatility and liquidity
in the markets in which the financial instruments are traded. In many cases, the use of derivative financial
instruments serves to modify or offset market risk associated with other transactions and, accordingly,
serves to decrease the Company’s overall exposure to market risk. The Company attempts to control its
exposure to market risk arising from the use of these financial instruments through various analytical
monitoring techniques.

In addition, the Company sells securities it does not currently own and will, therefore, be obligated to
purchase such securities at a future date. The Company has recorded these obligations in the financial
statements at December 31, 2012, at fair values of the related securities and would incur a loss if the fair
value of the securities were to increase subsequent to December 31, 2012.




Gelber Securities, LLC

Notes to Statement of Financial Condition

Note 7. Financial Instruments (Continued)

Credit risk: Credit risk arises from the possible inability of counterparties to meet the terms of their
contracts. The Company'’s exposure to credit risk associated with counterparty nonperformance is limited
to the current cost to replace all contracts in which the Company has a gain. The Company’s exposure to
credit risk on its equity swaps is reduced by the counterparty netting agreement. Netting is effective
across products and cash collateral when so specified in the applicable netting agreement. The Company
limits credit risk by executing futures and options transactions through regulated exchanges that are
subject to the exchanges’ counterparty approval procedures and margin requirements. Also, the
Company has entered into certain master netting agreements that provide for net settlement of certain
transactions.

Concentration of credit risk: The Company enters into various transactions with broker-dealers and
other financial institutions. Cash and derivative financial instruments on deposit with counterparties may
serve to collateralize amounts due and may serve to satisfy margin requirements. In the event these
counterparties do not fulfill their obligations, the Company may be exposed to risk. This risk of default
depends on the creditworthiness of the counterparties to these transactions. It is the Company's policy to
review, as necessary, the credit standing of each counterparty.

The Company, from time-to-time, maintains deposits with financial institutions in amounts that are in

excess of federally insured limits; however, management does not believe that the Company is exposed
to any significant credit risk.

Note 8. Net Capital Requirements

The Company is a broker-dealer subject to the Securities and Exchange Commission Uniform Net Capital
Rule (Rule 15¢3-1). Under this rule, the Company is required to maintain "net capital” equal to $250,000
or 6-2/3 percent of "aggregate indebtedness," whichever is greater, as these terms are defined, and that
the rate of aggregate indebtedness to net capital, both, as defined, not to exceed 15 to 1. Rule 15¢3-1
also provides that equity capital may not be withdrawn if the resulting net capital ratio would exceed

10 to 1. Net capital and aggregate indebtedness change from day to day, but at December 31, 2012, the
Company had net capital and net capital requirements of approximately $34,335,000 and $250,000,
respectively. At December 31, 2012, the rate of aggregate indebtedness fo net capital was 0.02 to 1.

Note 9. Subsequent Events

The Company has evaluated subsequent events for potential recognition and/or disclosure through the
date the financial statements were issued, noting none.




